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Philosophical Approaches to
Undernutrition’

.

In this chapter we explore philosophical approaches to reducing worldwide
hunger. WHat motivates governments, societies, individuals, or groups of indi-
viduals to concern themselves with the issue of undernutrition? How ddes the
motivation influenct the policy decisions? -

From the Standpoint of a Moral Philosopher Aot

Charity or Concern for thé Poor and Hungry?® *~  *

Our first chapter opened with 3 reference tq starving Ethiopian babigs-—babies
with bloated bellies, spindly arms and legs, and bodiestop weak to sit up. The
device is,a standard technique for grabbipg the-attentiqn of: people attuned to
Western coltore and making them stop to think abput the world fqod problgm.

Those who livg in the Western world gre exposed to repeated appeals to
conscience, asking them to join the battleto end hunger. In 1980, the Presjdgn-
tial Commission on Wogld, Hunger urged, that, the [Inited States “gnake the
elimination of hunger the pritnary focus of -its relations with the developing
world.y, Commenting on this in a paper wriiten for a religipns audience,
McLaughhn stated that “the moral and-humanitarian reasons for such a policy
seem self-evident” {1984:3).

A common argument in favor of studying and solving the world hunger
problem is the moral dictate that.each of us should help individuals who ‘aré
less fortunate than ourselves: The pope/s-statement to the World Food Summit,
for example contains the following admeonition:,

13

In the analyses which have accompame)d.ﬂ]e preparatory work for your meet-

ing, it is recalled that more than 800 million people still sutfer from malnu-

trition "dnd that it is often, difficult to find immediate solutions for improving
thbsé téagic situtions, Neverfheless, wé must seek thefn {ogethét so that we

will no longer,have, side by=side; the statving and’the wealthy; the' verypaor =
and the very rich, those who lack the necessary means and others who lavishly
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256 Policy Approaches to Undernutrition |

waste them. Such contrasts between poverty and wealth are intolerable for
humanity.

It is the task of nations, their leaders, their economic powers and all peo- |
ple of goodwill to scek every opportynity for a more equitable sharing of \
resources, which are not lacking, and of conswmer goods; by this sharing, all |
will express their sense of brotherhood. Tt requires “firm and persevering de-
termination to commit oneself to the common good; that is to say, to the good
of all and of each individual, because we are all really responsible for all”
(Sollicitudo rei socialis, no. 38). This spirit calls for a change of attitude and |
habits with regard to life-styles and the relationship between resources and
goods, as well as for an increased awareness of one's neighbour and his le- !
gitimate needs. (Pope John Paul IT 1996) |

Philosopher Peter Singer approaches the issue from a distinctly nonreli-
gious point of view. He concludes: “I begin with the assumption that suffering
, from lack of food, sheiter, and medical care are bad. . . . My next point is this:

if it is within our power to prevent something bad from happening, without
thereby sacrificing anything of comparable moral importance, we ought, morally,
to do it” (1972). ‘

Garrett Hardin (1974) reached a completely opposite conclusion. To Hardin, |
the most ethical action was staunchly to refuse to help the poorest of the poox.,

e

I His reasoning was this: our planet js like a lifeboat with a limited capacity; the ‘| g

B altruistic impulse to save people will overcrowd that lifeboat and thereby | 5

: doom everyone, even those who could have been saved, Of course, the under- i

b lying logic here requires that the lifeboat actually be full, and the experience -

j ‘ since 1974, when Hardin put forth his analogy, contradicts thaf assumption— believe (1) that People have the right to-read pormo r::"hmlght- 1S{xmultaneouSIy i‘

. 3. the;1 world’lS ﬁogulatioln t}:as it';lcrﬁaszd more than 60 percent and the numnber of ‘| ] nob(:;)l; ought to exercise‘thas right. graphic books, and (2) that i

b undernounshed people has declined. o e assertion that peopie have a i AT , ,

5 > The arguments presented in the past few patagraphs describe the issue of | the assertion that peoplI:: hfve a xrlo:ailrgef: ?ni?lgﬁils 'n this.sense stronger than

.i w helping the world’s undemourished s a matter of religious conviction or per-  § W &7V The latter is an assertion of a principI: that Willty t‘?{;ﬂ o poor ftnd hun-
;v sonal ethics. The motivation to help comes fromt within the individual, [ may M jor, and a plea to others to adopt the same principle “?’; ‘;ﬂ;ispf?aker s beh'av— L |
i believe that I “owe” compassion to the huhgry, but that debt is a productof my S that othet people have a respbnsii:ility‘to belp the or a;d'cl)l oty evor o on I ;
A beliefs, something generated from within myself. In that regard, it is quif# dif- people do not choose 1o adopt the .moral pnncip]epo that w Ig“gf)’.e‘fen if those

(P . on

q-_-{; ferent from the debt I owe to the government as taxes. ‘ haw?r. In other words, acoercive elemeént isembedded in the ;};ﬁg};ﬁ;ﬁ:

o | that is absent from.the “mor| principle” assertion.

Food as a Right | The assertion. that-food is 4 right (or that people have:z-fundamental right
o . - ‘ . ‘ [ to fopd and other necessities or “basic needs”) s highly confroversial Letu
This distinction (between being motivated by personal ethics and being moti- consider some of the sources of controversy by means of analogies. ‘ ’

vated by an obligation to society) is important as we consider a second typeof I Consider a.right that we . . )
. . : * accept as fundam ited .
moral argument about why we should be interested in the problem of world ,‘; - “right to remain silent’:. o the righlz‘-not tlc;nigcrisﬁtna::t;not:;g? We States; :11: . |
7 . e accep I3

hunger: the issue of “food as a right.” Some eighty-five countries have en-
dorsed the International Covenant on Economic, Social, and Cujtural Rights
(adopted by the United Nations General Assembly in 1966), which defined
and formalized the right to food as a.basic human right. The right to food was

existence of this right evei when we'disapprové-of its exercise For exariple
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258 Policy Approaches to Undernutrition

of the right to remain silent sets this issue beyond the_reach of political debatc'e%
1t simplifies decisionmaking; we don’t need Fo consider the pros am.i clzons ﬂ(l)
any action, we need only to answer the question: *Does the action violate the
nght;‘his may explain why activists have pushed to .ha_ve the right to fot;)lc}
accepted as a fundamental right. They may hop.e to eliminate c_lebate over lel.
costs and benefits of various programs; the e}ustegce of the right trumps a
other arguments. The FoodFirst Information and Acno‘n Network (FEAN 199,
in its fact sheet “Twelve Misconceptions About the Right to Flooc‘l, states that
“governance is negotiable; rights are not.” A panle of constitutional exp;:rts
supporting the concept of economic rights stated: * Fundameptal needs suc ::i
social welfare rights should not be at the mercy of_ changmg”govefnmel}
policies and programmes, but must be defined as entitlements. The mtent{on
of advancing the “right to food” concept is to for?e accepta.nce of more at(;ltwe
government programs to combat world hunger without having to justify those
omically. .
Prog[;lizssfricr:ngest objgction to the concept of food as a right is th'at unlike tra-
ditional civil rights, which require government nof to .act in certam. ways, ecoi
nomic rights appear to require the state o act in certain ways. Trad{tlonal c1\{i1
or political rights do not require government to act. Cons@er !:he r{ght to reli-
gious freedom, or the right to worship as one chooses. .Thls ngh‘t imposes on
the state the restriction that it cannot pass laws or take actions that mterf.cre with
an individual’s right to worship. Suppose you want to attend a Z.oroas.tnan tcmc-l
ple for weekly worship; but suppose the nearest such temple Isin Ch1ca1§o, ank
suppose further that you cannot afford to travel to and from Chlcago eacff wee ?
Does the government have any obligation to buy a \.vec.akly plane tl.cket or yp:é
No, at least not as the right to religious freedom is interpreted in the Unit
StateESi;:onomic rights do not just require the govemrpent to avoid acti.o.ns thlat
would interfere with any individual’s ability to obtain f(?qd; they addltlona]ly
require the government to take actions to increase. the ability of hung“ry peop s
to obtain food. Legal scholars refer to this as the difference between “positive
* ive” rights.
o 'Il‘llif lertllovs: ext%eme objections to the concept of ecopomic rights assert .thzft
these rights are immoral themselves because the?r require goverqment to,hm;t
the freedom of some members of the society. It is harq o conceive of ﬁny ef-
fective assettion of economic rights that does not require extensive I'edlstl:lbll-
tion of income from rich to poor. If we accept the argument th.at governmer?tal
limits on freedom are immoral, then any taxation is in’fmoral, since the ta'xatmn
itself is coercive, restricting individual liberties. But isn’t ta}z;anon required to
guarantee other civil rights? To ensure the right to be free of cruel anc! unusual
punishment,” the government must usc tax revenue to b.ull.d new prisons .(9;
free some prisoners). As long as it is costly to guarantee individuals their civi
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rights, some element of government coercion through the taxation system is
necessary (see Holmes and Sunstein 1999).

The word rights in the traditional sense refers to entitlements that are in
most applications absolute, The US government cannot censor a newspaper, or
ban a religion, because those rights are absolute. Of course, it is easy to find
examples of ways in which “absolute rights” are not absolute. The right of free
speech does not extend to cover the right to yell “FIRE” in a crowded theater.
The right of freedom of association (the right to choose your own friends) does
not mean that an employer has the right to hire individuals of only one race.
Absolute rights become limited only when the exercise.of the right interferes
with another person’s exercise of his or her rights. The false yell of “BIRE” in-
terferes with other people’s right to congregate safely in a theater. Racial dis-
crimination interferes with employees’ rights to be free of discrimination.
When one right conflicts with another, as in these cases, it.is impossible to
guarantee both rights absolutely.

On the one hand, what makes the concept of economic rights so contro-
versial is that economic rights, because they require government expenditures,
inevitably conflict with other-rights. On the other hand, the assertion that food
is a right gives those who favor government intervention an important argu-
ment to use against libertarians..The civil libertarian argues: “The government
cannot take my money (through taxes) to buy food for a poor person, because

I'have a right to control my own property” (notice how the assertion of a right
is used to trump other-arguments about whether a policy is a good oz bad idea).
The hunger activist can respond: “You have a right to property, but the poor
person has & right to food. This i$ a conflict of rights and the government has
an appropriate role in settling that conflict.” v

Further, because economic rights.are in inevitable conflict with rights to
property, economic rights can never be absolute. So a right to food does not
mean that as long as a single hungry person exists in the world; the United States
cannot devote any governmental expenditures to defense, or student loans, or
drug interdiction, or civil rights enforcemerit. We have competing social goals
that must be pursued with limited resources.

Who decitles the priorities for these competing social goals? In the United
States, conflicts between rights are typically resolved-in the court system, not
by democratically elected represehtatives. This raises.the additional question
of whether we have a fundamental right to control the level of taxation through
a political process. If we have no such right, then courts could require higher
and higher taxes.to ehsure economic rights. If there is such a right (to associal
contract on taxes), then this fight must be halanced against economic and other
civil rights.

If we maintain the-current system of establishing priorities through a
political process, we.impose a severe limit on e¢onomic rights: The process.of
simultaneously “guaranteeing” economic rights.and property rights is really

1.




260 Policy Approaches to Undernutrition

no different than the process of setting policy goals and balancing competing
interests. .

From the Standpoint of an Economist

The preceding section started as a discussion of moral imperatives, mox?f:d on
to the notion that the assertion of a right makes economic policy analysis un-

of those doctrines.

its policy objectives?

13 What Is the Best Policy?

<

CEFAINL Yt

are the levers of power, and who controls those levers?

0 |
et *a }

Pt -
RO

e ARt e b p T BT R

benefits exceed costs.
. .

that they have adopted this view. If pushed on the subject; ‘fe.w even amo
economists would say that this is a realistic view—that policies are actuall

necessary, and ended by raising the question: How_ should.we allocate scarce |

resources to accomplish competing objectives? This question covers famniliar |
ground for economists. Whether the trade-offs are made by coul:ts,_ legislatures, 3
or administrators, the economic rule for policymaking is to maximize total ben- ]
efits minus total costs (sec Posner 1986). Much of t.he remainder of th.e book |
will look at policy from the standpoint of an ecpnornfst; before.proceedlfl'g, we o
lay out some of the basic doctrines of economic policy analysis, and critiques §

Perhaps the questions they ask say more about ec_:onm.nists than the'way {
they answer those questions. The two questions that 1dent1fy the asker as an 4
economist are: (1) What is the appropriate (“optimal”) policy for the soc'lety ]
as a whole? (2) How can government best manipulate human greed to achieve

A political scientist wants to know: What do different peop_le or different groups §
care about? Then: How will those differences in those objectives be? resolved? ]
What political processes will be involved in resolving those conflicts? What ]

Economists start at the same place: What do different pe_;ople want? And
in one sense, economics is inherently about resolving cqnﬂict;. after.all. the |
buyer wants to pay a low price and the seller wants to receive a h1g¥1 price. But .f
from the economists’ perspective, there is some ideal way of balancmg the con-
flicts. Any decision or choice imposes costs on some Pe(.)ple.and provides ben- }
efits to some people. The economists’ ideal (at leasF in its simplest and pnr'est
form) says that the best choice is the one that maximizes the extent to which .;

Policymaking as a rational process. Economists implicitly \:'iew pohcymfakmg
i as a rational, orderly process managed by benevole.nt, w.ell—m'formed, ratlon.a 4
i analytical policymakers. This view tends to be so ingrained in the economi -
: literature that many professional economists may not have even considered

made according to this idealized process. Nor do economists really propous
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this as the way policy should be made; certainly it would be nice (in the minds
of economists) if policy were made like this, and the policy outcomes are likely
to be improved if made this way, but no one can conceive of a practical way of
implementing such a process, except perhaps through the dictatorship of an en-
lightened, well-trained economist, and no one is striving to have such a process
implemented.

‘ Ecpnomists do their analytical work in the hopes of tweaking the con-
E  sciences of the actual policymakers, saying in effect, “Of course you can do
'~ whatever you want, but a benevolent, well-informed, rational, analyticat policy-
k. maker would do the following . . .” The hope here is that actual policymakers
who like to think of themselves as benevolent, well informed,-and so forth,
{ will adopt the recommended policy to avoid the shame of doing otherwise.

‘ This idealized view of the policymaking process is that policy debates are
. more like scientific inquiries than like forensic debates. The scientific method
¢ presumes that truth is discovered through a series of interchanges among sci-
 entists who share the same objective—uncovering the truth. In Jjurisprudence,
the truth is presumed to be arrived at through an adversarial contest of advo-
f. cates. The prosecutor presents the very best case as to why the defendant should
§ be found guilty, and.the defense presents the very best case as to why the de-
f fendant should be found not guilty; the judge or jury, balancing those two
f cases, comes to a decision (iz most cases) in which one side wins and the other
¥ side loses; the defendant is found guilty of the charge or not guilty.

¢ An example of a real-world policy decision. Let-us consider a concrete pol-
f icy example (this is a fictitious example, but closely resembles a policy deci-
. sion that might be made in the real world). The government has built a dam
and reservoir and every year must decide how much water to release from the
reservoir to provide irrigation water for farmers.-If the water is left in the reser-
voir, it will provide a healthy habitat for fish and birds, and be a place where
§ people can enjoy outdoor recreation (hiking, canoeing, sport fishing, and bird-
p watching). Of course, the policymakers can release none, some, or all of the
Lwater from the reservoir,

How does an economist look at the issue? We use this example to illus-

f irate a number of important points:

* Every action has costs and benefits. There are benefits (to farmers) from
Jieleasing the water—the farmers will use the-water for irrigation that will in-
frease crop yields and therefore increase the farmers® profts. But there are
rosts (to fish and wildlife and people who value these) associated with releas-
fing the water. o

§  + Marginal benefits decline as the number o}" units consumed increases;
rginal costs increase as the number, of units produced decreases. As.described
bn Chapter 7, economists make frequent use of the concepts of “marginal
Jrosts” and “marginal benefits.” Benefits to farmers increase as the quantity of

D
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water released increases—but the benefits increase at a decreasin% rt';llte. T;c;‘,
costs to the habitat increase as the quantity of water increases—and the co
increase at an increasing rate. o -
» The “ideal” decision (as defined by an economz.?‘t) is one rh.ar s.etsc r::ar
ginal cost equal to marginal benefit. Just as the boy w1tf11 the bi:;e]i ;;eﬁt afo
i isi izi inal cost and margi )
ter 7 based his decision on equalizing marg ‘ ol benell, =2
i licymakers: To apply this rule to the hyp
too, say economists, should po ‘ ‘ poett
i the ideal water allocation wo
cal water-allocation example above, uldbe (0
i i int is reached where the marginal
continue to release water until the poin ginal bere-
i ibutable to the last thousand gallo
fits (the increased value of crops afir1 o :
leasgd) just equal the marginal costs {the addm(;nal value of environmental
iti -gallon release).
enities lost by the last thousand-g _
- » Under certain circumstances, an unfettered frfze ma,].‘ker a.ll‘c;c.cztefl re
sources in the optimal way. One way to reach the op.)t.lmun; 1hs ﬂzo selC :::ei ;tr;
i bidder. If a ccalition o ers, \
crement of the water to the highest ' m o o, Sancelos
ioni iront lists submits the winning bid,
conservationists, and environmenta i id, fha Inore
i oir; if a coalition of farmers submits
ment of water stays in the reservoir; i X of fa ubmits the it
i i leased for irrigation. This will result in p !
ning bid, the water gets re . ~ (f e
i : i f water is allocated to the use (farmi
allocation of water: each increment of .
wildlife) for which- it receivessthe hlghesF so.mal support. If the wa;:]c::n \::ere
owned by a private owner whose selfish objective was to m.ake as nllluc tbid)-r
as possible, he would accomplish that objective by s_ellmg. itto the. 1§1he'1s:h.S -
der, and the water would be allocated in a way that is soiu%lly 0£nm o.n : ml1 i
, i ith’s “invisible hand,” and explains why ec S
an expression of Adam Smith’s “invisi : . _
do ncﬁ think of free competitive markets and private enterprise as inherently
bad.

costs and benefits to twenty randomly chosen economists and ask them to iden-
tify the optimal policy, all twenty would likely come to the.same conclusion.

..But does this mean that economists never disagree with each other about
policy? Clearly the answer to this question is a vehement “NO.” Economists
have prejudices or opinions about policy that influence their evaluations. An
ecoriomist knows how to undertake an objective analysis, but if that analysis
arrives at a conclusion that contradicts their prejudice, the economist may de-
cide that their prejudice needs to be reexamined, or the ecohomist may decide
that there was some mistake in the analysis.

‘Of course, an easy-way to.cleave to the economist’s dictum (“the optimal
choice is where marginal costs equal marginal benefits”) and come to 2 differ-
ent conclusion about the optimal policy is todispute the empirical basis of the
decision. An economist ‘with an environméntalist prejudice may-say, “Release
2000 gallons?! That can’t be right; it’s much too high. How did my analysis

? Oh, I see. The'numbers are clgarly skewed in a pro-
farmier way.” We will examine some of the ways that numbers can be wrong
in theirbasic development below, For now, suffice it to say that if we raise our
estirnate of the valug.of environmental amenities, then the “optimal” amount
of water to reledse {5 decreased. In exactly the same way, an economist with a
pro-farmer prejudice may be shocked that the analysis leads to a recommen-
datidn of such a small amount.(in the economist’s opinion) of water to be re-
leased; and may find “mistakes” in the underlying data—*Farmer benefits from
water are grossly understated,” might be this economist’s claim.

On the one hand, this recognition of how economists actually analyze and
debate policy undercuts-their claim to scientific objectivity. However, this also
illustrates a majér strength of the econdmic approach:.pe'ople bn different sides
of an is$ue (people with different prejudices) are fotced tg thirik in a careful
and ordefly way about what their opinions are based on; they are forced to
define terips clearly: they are forced to produce and to defend empirical data

supporting their position, In a policy debate.among €conomists, sincere convic-
tion and ‘clever phrasing count for-little,

But economists recognize that there can be a number of problex:ni M.r1ttih
markets that cause.the “market solution” to be different frorp the social op!
mum. Some of those problems are discussed in the next section.

g

Comparability of Costs ahd Benefits and
the Monetary Valuation-of Intqnjgib!ef

Criticisms and Extensions of the Simple Policymaking Rule

Having laid out the general tenets of how economis?s. d‘eﬁne an op‘tlmsi\l Ir):l)ll(;
icy,” we now explore some finer points, including criticisms of the simple

You have read ‘the *preceding description of how economists think about pol-
laid out in the preceding section.

icy. If'you read it yicHtically, you may not have noticed that we slipped some-
thing by you—we put’ e costs and benefits in monetary terms so that they
- could be compared to each other. This is the aspect of economic analysis that is
gk most nettlesome to many thoughtful non-egogomists. Suppose in our example

B that, after some quantity of water has begn released from the Teservoir, a species.
2 of figh that lives only in that xeservoir dies off and becomes extinct; how do we

i put a dollar value on that species? Oy suppose that the food proguced with the

Objectivity and Prejudices and _
the Role of Economics in Policymaking .

In our simple exarmple, there is a clear, apparentlly objective, answer t(; the quss;]
tion “What is the best policy?” If we were to piesent our example of margi

5 ' s
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water used for irrigation saves ten people who otherwise would have died of
undernutrition; how do we put a dollar value on those lives?

For many items, economists measure costs and benefits by prices deter-
mined in a competitive market. So, in our example, the value of increased pro-
duction from irrigation can be measured using the market price of the crops
grown. Even this has a controversial side, as we will discuss in more detail
below. But for other goods that are not traded in markets, the problem of val-
uation is trickier. What, for example, is the value of a species of fish that might
become extinct under certain policy choices? Economists have developed
ways to assign monetary values to these nontraded commodities by conduct-
ing surveys that ask, for example, “How much would you be willing to pay.to
protect this fish from extinction?” or “How much would we have to pay you
to compensate you for the loss of this species of fish?”

The underlying assumption that everything can be valued in monetary terms
is troubling to many people. For example, there are those who would say to the
fish extinction survey question: “It is wrong to take an action that would delib-
erately lead to the extinction of a species. In one sense, the value of protecting
the species is very high to me; to compensate for the loss of the species you
would have to pay me an infinite amount (or some arbitrarily high nurmber). But
I am opposed to the idea that I should be required to pay money to presetrve the
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. R‘?quiring every car to have a seatbelt and an air bag will increase car
prices by $800 (or $800 million over the 1 million cars sold each year)
but will save 20,000 lives in auto accidents. Do the benefits from thf;
law exceed the costs?

. Requiring all cars to drive no faster than 10 miles per hour will reduce
national output by $1 trillion, but will save 5,000 lives in auto accidents
Do the benefits from the law exceed the costs? ‘

. Requi_rip g all vegetables sold to be tested for pesticide residues will cost
$50tsb?11hon per year, but wiil save 15 lives. Do the benefits exceed the
costs?

E\_fen more difficult are cases in which lives are saved by restricting peo-
ple’s liberty, or by forcing them to take actions they believe are, wrong—for
e'xz.ample, forcing parents to immunize their children when the parents have re-
lgious beliefs that prohibit immunization.

Market Prices, Market Allocations of
Resources, and Distribution of Income

The market works, as described above, by atlocating resources among their

o -- e g pye-

various a%temative uses. Over the past hundred years, a lot of the labor force
in the United States shifted from farm work-in the early 1900s to factory work
by the mid-1900s; to producing services and entertainmént by the end of the
century. This shift in resource allocation was driven largely by market forces
As profitable opportunities developed in manufacturing, the market directeci
more resources into factories. As profitable opportunities developed in the
health services sector, the market directed more resources into hospitals.

If we take a step back, a troubling question-arises: Why did the market di-
rect resources toward the production of a television show or a sporting event,

species; therefore I am not willing to pay anything to preserve the species.”
Economist Tyler Cowen recognizes this weakness in the economic approach

to policymaking:

——rw—

On the negative side, the economic approach considets only a limited range
of values, namely those embodied in individual preferences and expressed in
terms of willingness to pay. This postulate is self-evident to many econo-
mists, but it fails to command wider assent. It wishes to erect “satisfying a
preference” as an independent ethical value, but is unwilling to consider any
possible competing values, apart from preferences. It is hard to see why non-

SR it
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i preference values should not be admitted to a broader decision calculus. rather than toward i ; a1
g;-.” Typically economists retreat to their intuition that satisfying preferences people are undemoflhn?sﬁ;ggu]i‘t;c:n Of: mor; food in a world wherf.: rm_lhons of
o is somehow “real,” and that pursuing non-preference values is religious, oods are produced i ’ e think of the market as an election in which

o mystical, or paternalistic. The test of the world, however, has not found this & - produced In amounts that depend on how many votes théy get, the i :

= I distinction persuasive. They do not see why satisfying preferences should be people with more money to spend-have more-votes thah the people with less -

:

|

money to spend. Theoretical economists recognize that the “social optimum”

aChIer.:d by. ].Jerfect]y competitive markets is an optimum that can be defined i

for a given distribution of income and 'that draws no conclusions about what 7
i

a value of special and sole importance, especially when those same prefer-
ences may be ill-informed, inconsistent, malicious, or spiteful. The decisions
to count all preferences, to use money as the measuring rod, and to weight all
market demands equally must themselves rely on external ethical judgments.
For that reason, the economist has no a priori means of dismissing non-pref-
erence values from the overall policy evaluation. (2006:9) !

distribution of income is appropriate.

————
s, v

The issue of putting a monetary value on things is especially troubling when Externalities and the Optimum
it comes to human life. What is a human life worth? That may seem at first a
horribly crass question to ask. But government policy has to deal with that ques- i
tion in many different contexts (the numbers in the examples below are entirely

made up for purposes of illustration):

There is one set of circumstances that economists reCognize as a common reason " §
yvhy competitive markets may not lead to a social optimum: when a decision made ;
in the market by a buyer and a seller has benefits that accrue to or costs that 11 1
are borne by others, Because these costs and benefits £0 to people outside the "
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market transaction, they are referred to as “externalities,” or “external costs”
and “external benefits.”

To return to our reservoir-water example, suppose that farmers bought a
certain amount of water and it was released from the reservoir; homeowners
along the river between the reservoir and the farmers would get external ben-
efits from the release: they would be able to swim or boat or'fish, and they
would get these benefits without paying for them, but the benefits would only
exist because someone else {the farmers) did pay for the water rele.ase. 11:
measuring the costs and benefits of water release, the ma.rlfet ha:f. taken into ac*
count only the private benefits of the farmers (who participate in the marlfet),
and not the full social benefits (which would include the benefits to_ the. river
users). In a case where there are external benefits, the amoupt that is bid for
the good is lower than its true social value, and the market price and_the quan-
tity provided are “too low™ compared to what would be a Sf)(.:lal optimum.~ .

An external cost might occur if someone who never visited .the reservoir
enjoyed watching birds that summered in the reserv_oir and the.:n migrated many
miles away to where the bird-watcher lived. Releasing wate.r imposes a cost pn
this distant bird-watcher that would not be reflected in the bids f(_)r water by the
reservoir users. In this case the social costs would exceed the private costs.

Economic Incentives and Human Behavigr

A second insight of economics' is that personal materialistic satisfaction is a

t
!
|

|
f
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2. The production of goods also responds to economic incentives; the
more that people are materiaily rewarded for producing a certain good, the
more of that good will be produced. The implication of this is that the distri-
bution of goods influences the quantity of goods available for distribution.

3. Production is a dynamic process, and methods of production change
over time. As a commodity or resource becomes more scarce, or as increased
demand for the commodity or resource results in increased price, people re-
spond by finding ways to use the resource more efficiently, by finding ways to
produce the commodity or make the resource available more cheaply, and by
finding alternatives to the commodity or resource.

On the second point, a mistake that non-economists frequently make in
discussing policy options is to conceive of the policy problem as one of how
to distribute a fixed stock of goods. For example, we noted that there is suffi-
cient food available for human consumption in the world such that every per-
son could consume his or her caloric requirements. In responding to this
assertion, many people think: “So the problem is just one of distribution. If
people in developed countries just consumed less, the extra food could be used
in the developing world, and the undernutrition problem would be’solved.”
The first sentence is true: the problem can be thought-of ds a distribution prob-
lem. But the second sentence is false, or at least.grossly, misleading.

The amount of food that is availablé for human consumption depends:on
the amount of food that farmers worldwide produce. And the amount that
farmers produce depengds on the:economic incentive—the price fariners re.

e At Ty

{ strong motivation of human behavior. Of course, if you think about your-own ceive for their output, If per:aple in rich countries were to make a concerted ef-
4 behavior, you will be able to identify.a lot of other motivations: a senseaof fort' to consume less food—if they were to spend less money on food and more
;;. honor or a sense of duty, a desire to be liked or admired, and so forth. Somé on itefns other than food—ithen _the price that farmers receive would drop and
oy of these motivations are appealed-to by advertisers to get us to buy more of they would produce less food; in the world economy:as a-whole, resources
';i" will think we are “tool.” But even marketing experts recognize that people re- would be & positive effect on the underfmtritfion problem in poor Fountrieé, but
h;.:, spond to materialistic motivations, and so in order to get us to buy more of the effect would be much smaller than imagined by those who think, “If I con- /

their products, they lower their. prices. sume 1,500 fewer calories each day, then that food can be given to people in o

T In our study of the world hunger problem and policies to deal with that poor countries, and three people.there can each have an extra 500 calories per ¥
W blem, this insight will enter in at least three ways: day.” In order for this kind of redistributicn to work, the rich person would have I
probiem, to continue to buy.thesfood (or.at least. to-pay for its production in somerway) #

1. We will see how economic .incentives can be and have been us.ed to
achieve policy objectives. For example, policies that rm_ike it more expensn"e.to
have children have been successful in reducing population growth, and pohcn_as
that make it more expensive to degrade the environment ha\'rye been as:}‘Jchs.sfu} in
reducing environmental degradation. In this context, we will see I.'.hat assigning
and enforcing property rights are often an integral part of.creating economic
incentives.

i

and then donate the 11,500 calories per day. to the poor people.
~The energy crisis of the 1970s provides excellent examples of the human
responses to economic incentives. During that decade, oil prices shot up dra-
matically. Many people, perceived this .as an inevitable. result. of ;growirig de-
mand for a fixed resource, and therefore predicted. that prices would continue
to rise. But the high prices for petroléum products caused a number-of reactions
over time. People began to use the resource more efficiently: auto-gas mileage
' ¥

¥

i i

? g

their products. They try to-convince us that if we buy their products, others }  would move from production of food into production of nonfood items. There 3
[ |
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increased, and people began to insulate their homes more effectively. Explo-
ration companies discovered new sources of oil and developed ways to pump
mote of the oil out of the ground. Alternative energy sources—nuclear, solar,
and wind—grew. As a result of these reactions, prices of oil and gas did not
continue to rise.

Economics and the World Food Problem

How do these economic insights apply to the problem of worldwide under-
nutrition? What is the “optimal” nutrition policy? What kinds of government
programs can be used to achieve the objective of reducing undernutrition?

Optimal Policy to Reduce Undernutrition )

The benefits of reducing undernutrition are obvious: lives saved, health im-
proved, productivity increased. For an individual case, the costs of achiev-
ing adequate nutrition are remarkably low. In countries with an average
calorie deficit (see Table 6.5 for a partial list), an additional 250 calories per
person per day would erase the deficit. (Though derived in a different way,
this is consistent with the FAQ's estimates of average calorie deficits among

people who are undernourished, ranging from about 100 to 500 calories per |
person per day; see FAO 2000a, State of Food Insecurity in the World.) Two |

hundred fifty calories is about the equivalent of a peanut butter sandwich
(two slices of bread and two tablespoons of peanut butter is 370 calories). The

cost of a peanut butter sandwich is about 35 cents. If you put $5,000 into a
bank account paying 2 percent annual interest; you could withdraw 35 cents §
a day from that account for seventy-five years. Thus, we can conclude that |
there are a substantial number of people whose lives could be:saved at a cost
of $5,000. Compare this to an estimated *value of human life” of $150,000 to §
$360,000 found in a study of Indian manufacturing workers (Simon et al.

1999).
Or compare this $5,000 figure to the estirhated costs of saving a life im-

plicit in policy choices made in the United States, shown in Table 16.1. Sav-

ing lives by means of improved nutrition is.ar incredible-bargain. Economic |

analysis here serves only to raise the question: If the benefit-cost ratio is so fa-
vorable, why haven’t policymakers leapt to make the investments necessary to
substantially eliminate undemutrition?

There are a couple of possible-answers. The first has to do with targeting.

The peanut butter sandwich calculation assumes that the sandwich actually

gets eaten by a person who is undernourished. But in reality, food dénations |
are sometimes diverted to people who are not undernourished. A-January 2004 :

report on the situation in North Korea states:

Philosophical Approaches to Undernutrition 269

Table 16.1 Doilar Costs per Life Saved of Various Regulations in the United States

Government Action

Cost per Life Saved
Requiring seat belts and air bags in cars
Banning flammable sleepwear for children $1$;gg‘%
]}:Eequmng_scat belts in rear seats of cars $3‘800,000
estricting arsenic emissions from glass-manufacturi g 200,
Banning asbestos s seniring plants $§;g%ggiggg

Sourpes: Viscusi and Gayer 2002; Viscusi 1993,

¥

Thf:, current food crisis is a result of foreign donors refusing to contribute
fodd for North Kored because the government has hot allowed foreigners to
observe where the donated food goes. Other witnesses. have consistently ree
ported that the donated food goes.to the,armed forces and ig not sent to areas
whe;re there has been unrest, or where the goverhmem: su;pects there might
be unrest (because a number of locals have fled to China or Rius"s;a) New
(Sil;gghf':sgw'ﬂl Itl'(:1t1 arlz\'live 1_for several monthis. But aftef tHat, the food did could
tip“again if the Nofth Korean gove ot Bechs
Aive (Semtogy Poat ool government does not Becorié nioré cooper-

k]

. L
It-is natural to want to avoid being “conned”tricked intd making chari-

table do‘xzations to people who do not deserve our charity. From an-economic
standpoift,’however, even if only one in ten of the donations hits its matk, the

§ program would still.be more cost-effective than any.of the policy stéps listed

in Table;16.1: A.more cynical-answef is that the people Who are dying from
lack of seatbelts or from asbestos are “like us” and therefore it is worth the

?ngh costto’save those lives. We canrempathize withrthe people who would die
% in the _absence of the government policy, but-we imagine that, the people who
i are dying from undernutrition are “not like us”—we cannot imagine being that
k poor, therefore- our, empathy i5 low. Subramanian and Cropper (1995) cite
¢ other unfunded programs that would sdve lives jar. alow.cost. =

Finally, the:$5,000 figure s the cost of saving-a single life, without taking

] irlnto account ‘an;rimpacts on market prices that would ocgur if the policy were
] almeq at reducing undernufritionramong many of the 800 million suffering
from it. As subsequent chapters will explain, a large-scale program would ins

| crease ffJod.price§ and the envirdnmental costswassociated with increased food
f productioh.

1, F ot ” N s}

- . ¢ -

-
FrR LY

E Policy Instrisfients to Rediée Undernutrition ' v

,"Ect?nomjc. an?dysis has a 16t nore to contribufe to the question: What kinds-of
£ policy action$ can contribute o reduced'undernutrition? Most+f the fest of the

Ebook is devoted'to sSom® answers to this i
; ted'i question.zThe supply-demand: frame;
b work helps.drganiZerthe, discussion... - pp‘y e
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Chapter 7 emphasized the two elements of the food security equation--
income and price. For the most part, our policy discussion can be broken down
into policies that influence income and policies that influence price.

Policies to raise incomes of the poor. Chapter 17 will discuss policies that
raise the incomes of the poor. There are two possibilities: redistributing ‘in-
come from rich to poor, or improving the rate of economic growth.

The main economic rationale for redistributing income from the rich to
the poor is the belief in the declining marginal utility of income. We discussed
previously the principle that as food consumption increases, unit by unit, de-
clining marginal benefits accrue from adding an additional unit. Many econo-
mists accept the hypothesis that this principle can be extended to cover the
consumption of all goods taken together.

A direct implication of this is that a dollar is worth more to a poor person
than to a rich person. On the one hand, the idea is that a couple of more dol-
fars in the hands of a poor person will be spent on “necessities”--items that
are fundamental to life. On the other hand, taking a couple of dollars away
from a rich person will cause that person to consume fewer frivolous things.

The research relating income to happiness (see Box 9.2} is consistent with this |

hypothesis. A 10 percent increase in income has the same impact on happiness
regardless of the income level, so taking $1,000 from a person making
$100,000 (reducing their income by 1 percent) and giving that $1,000 to a per-
son making $10,000 (increasing their income by 10 percent) will increase the
poor person’s happiness more than it decreases the rich perfon’s happiness.
Therefore, this transfer from rich to poor increases the “common good.” This
may explain why governments are motivated to adopt programs that have the
effect of redistributing wealth from the rich to the poor.

The practical problem is that the “declining marginal utility of income” .'
hypothesis implies that the appropriate policy is total and complete equality of |

income distribution, If one person in the country (or the world) earns slightly

more than another, then money should be taken from the former and given to !

the latter. Most people reject this policy prescription. That rejection. raises
questions about whether this is the true explanation for policy concern about
the poor and hungry.

There is much literature on the subject of what kinds of policies may pro- §
mote general economic growth. We will provide a general overview in Chapter
17, which addresses the issue of “globalization™ and whether integration into §

the global economy can be beneficial to growth rates in developing countries.

quickly, food supplies per capita will increase, and food prices will decrease.

Policies to reduce the price of food. Chapters 18-22 will consider a variety of -:
policies that reduce the price of food. Chapter 18 discusses population control. §
If population growth can be reduced, the demand for food will not increase as 3
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Chapters 19-22 consider policies that target food prices more directly.
These [.)olicies can be thought to operate in one of two ways: they can distoré
the social equilibrium and cause a reduction in economic efficiency, or they
can correct a distortion and increase economic efficiency. ’

If the aggregate supply-and-demand curves represent the true social costs
and benefits, then policies that alter the equilibrium price are “distortionary”—
they reduce economic efficiency. This is illustrated in Figure 16.1, which shows
hovsi a government policy can create a wedge between the price that consumers
pay and the price that farmers receive. Perhaps the. program is -one that sells
food to consumers at below-cost, or perhaps the program pays subsidies to
farmers, or perhaps the subsidy is paid to firms in the processing or marketing
sector. In any case, the pri¢e received by farmers is higher than the price paid
by. consumers (the difference between the price at point A and the price at

point D in the figure).

’I"his_type of policy achieves the direct objective we are locking-for here:
quantlty mncreases (from the “market-quantity” to the “quantity with the pro-
gram in the figure). But the policy reduces economic efficiency. As the quan-
tlty.produced increases above the market quantity, the cost of producing an
afic.htional unit exceeds the value that consumers get from consuming the ad-
dltl(.)nal ‘unit. The quantity of this efficiency cost is shown ag the shdded trian-

gle_ in Figure:16.1. Subsidies also have a direct cost paid by the government
This is the amount paid per unit (producer price minus consumer price) times;
the number of units. This ‘cost is shown as rectangle ABCD in the ﬁgur’e.

Figure 16.1 Impact of a Policy That Subsidizes Production orConsumption
¥
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But policies that change prices can sometimes be seen as “corrective.” For
example, as discussed, there is the possibility that production or consumption
of a good might ereate external benefits that are not reflected in the market
supply-and-demand curves. In this case, the market equilibrium quantity will
be lower than the optimum, and a government policy to subsidize consump-
tion or production may correct the situation.

Economist Arnold Harberger (1983) suggested that we all (or at least many
of us) suffer when any person in the world (or country or ethnic group or fam-
ily) suffers from undernutrition or failure to meet *basic needs.” When a hun-
gry person is fed, a direct benefit goes to that person (which benefit is reflected
in the market transaction), but also an indirect benefit goes to us, because we
care about human suffering. This indirect benefit is external to the market. Be-
cause such a reduction affects our happiness, we would be willing to pay to
see the incidence of hunger reduced or eliminated. The reduction of -hunger is
a good: the more it happens, the better we feel. But there is no market on
which we can purchase this good. This is a case of missing markets, or exter-
nalities. Private action is unlikely to solve this problem. Because we know oth-
ers also care, we may wait for them to take actions to reduce hunger, in which
case we get the good (reduced world hunger)-free of .charge. Government ac-
tion may be justified in creating an artificial market by collecting money from
each of us who derives satisfaction from reductions in hunger, and using’that
money to reduce hunger.

Chapter 21 will examine another kind of corrective action: removing dis-
tortive policies that actually reduce food output and consumption. Chapter 22
will discuss policies that cause the aggregate supply to increase, thereby in-
creasing output-and reducing price. These policies include investmentg in re-
search and development, to offset underinvestment in this sector by private
markets. They also include government interventions to correct market failures
through the provision of loans to farmers.

17

Policies That Raise the
Incomes of the Poor

The world’s hungry are hungry because they are poor. They cannot afford
f:nough food to provide their basic needs. Policies to.alleviate their poverty fall
into two categories: policies that prothote general economic growth and policies
that redistribute‘income or wealth from rich to poor.

Promoting Economic Growth

'I"here i§ no doubt that broad-based economic growth is one of the most effec-
tive antipoverty programs (Dollar and Kraay 2002). Economic growth creates
jobs and raises the incomes of the poor. Figure 9.1 provided some evidence of
the benefits of economic growth. To a limited degree; government projects can
contribute directly to economic growth; but in general governments do not

- create jobs very efficiently. quel()ping countries must rely on growth in the

private sector for their economic prosperity.
The.history of the past four decades frames the debate over what kinds of

policies best promote economic growth. A couple of things are obvious:

* Economic growth is possible. For example, pér capita income in Taiwan
grew from $1,256n 1960 to $12,181 in 1998 (in codstant, or “inflation-adjusted”

| dollars). South Korean per capita income-grew from $904 to $9,454 over the

same pe;:iod. Oi_’ a c.:omprehchsive‘sample of fifty-eight countriés with low in-
comes (per capita incomes of less than $1;500) in .1960, per capita incomes
doubled in twenty of thern: ¢

* Economic. growth is. not inevitable. Tn these fifty-eight low-income

_ countries, per capita incomes.declined in twelve countries, and grew by less
. than 1 percent.per yedr in hineteen others. Per.capita income in the Democra-

tic RePuinc of Congo fell from$489 im:1960.to $197 in 1998. Per capita in-
come in _Madagascar fell from $1,191 in 1960 (above the South Korean level)
to $581 in 1998 (about 5 percent of the South Korean level). .
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